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A bill

to amend the South Carolina Code of Laws BY enactING the “State Pension Fiduciary Duty Act”; and by adding Section 9-16-110 so as to provide that state retirement funds must be invested solely to achieve a return for pension plan beneficiaries and not to achieve certain political and social objectives.

[bookmark: ew_e9626f76a]Be it enacted by the General Assembly of the State of South Carolina:

[bookmark: bs_num_1_e5e22c626][bookmark: citing_act_3c02df837]SECTION 1.	This act may be cited as the “State Pension Fiduciary Duty Act”.

[bookmark: bs_num_2_fbf7fb284][bookmark: dl_427be8ced]SECTION 2.	Article 1, Chapter 16, Title 9 of the S.C. Code is amended by adding:

[bookmark: ns_T9C16N110_d071047ff][bookmark: ss_T9C16N110SA_lv1_8f1f4341f]	Section 9-16-110.	(A) As used in this section:
[bookmark: ss_T9C16N110S1_lv2_d2e2686e3]		(1) “Fiduciary commitment” means any evidence of a fiduciary’s purpose in managing assets as a fiduciary including, but not limited to, any of the following in a fiduciary’s capacity as a fiduciary:
[bookmark: ss_T9C16N110Sa_lv3_3be8cd8f3]			(a) advertising, statements, explanations, reports, letters to clients, communications with portfolio companies, statements of principles, or commitments; or
[bookmark: ss_T9C16N110Sb_lv3_a6bf5d1a7]			(b) participation in, affiliation with, or status as a signatory to, any coalition, initiative, joint statement of principles, or agreement.
[bookmark: ss_T9C16N110S2_lv2_bf54b9443]		(2) “Financial” means having been prudently determined by a fiduciary to have a material effect on the financial risk or the financial return of an investment.
[bookmark: ss_T9C16N110Sa_lv3_e260d406f]			(a) Financial does not include any action taken, or factor considered, by a fiduciary with any purpose whatsoever to further social, political, or ideological interests.
[bookmark: ss_T9C16N110Sb_lv3_0d1a118e4]			(b) A fiduciary may reasonably be determined to have taken an action, or considered a factor, with a purpose to further social, political, or ideological interests based upon evidence indicating such a purpose including, but not limited to, any fiduciary commitment to further, through portfolio company engagement, board or shareholder votes, or otherwise as a fiduciary, any of the following beyond what controlling federal or state law requires:
[bookmark: ss_T9C16N110Si_lv4_5de4f9014]				(i) eliminating, reducing, offsetting, or disclosing greenhouse gas emissions;
[bookmark: ss_T9C16N110Sii_lv4_ad3e01b83]				(ii) instituting or assessing corporate board or employment, composition, compensation, or disclosure criteria that incorporates characteristics protected in this State by law;
[bookmark: ss_T9C16N110Siii_lv4_15de667c6]				(iii) divesting from, limiting investment in, or limiting the activities or investments of, any company, for failing, or not committing, to meet environmental standards or disclosures; or
[bookmark: ss_T9C16N110Siv_lv4_153bdcd24]				(iv) access to abortion, sex or gender change, or transgender surgery; or
[bookmark: ss_T9C16N110Sv_lv4_892492000]				(v) divesting from, limiting investment in, or limiting the activities or investments of, any company, for engaging in, facilitating, or supporting the manufacture, distribution, sale, or use of firearms.
[bookmark: ss_T9C16N110SB_lv1_a97473a35][bookmark: ss_T9C16N110S1_lv2_c4a6dc6e2]	(B)(1) In making and supervising investments of the reserve fund of a retirement system, the commission and any of its fiduciaries shall discharge its duties solely in the financial interest of the participants and beneficiaries for the exclusive purposes of:
[bookmark: ss_T9C16N110Sa_lv3_95a8e961b]			(a) providing financial benefits to participants and their beneficiaries; and
[bookmark: ss_T9C16N110Sb_lv3_d732fe636]			(b) defraying reasonable expenses of administering the system.
[bookmark: ss_T9C16N110S2_lv2_2fd5d0015]		(2) Any investment manager of any retirement system funds is subject to the same fiduciary duties as set forth in item (1) when investing such funds.
[bookmark: ss_T9C16N110S3_lv2_85cfbbe03]		(3) A fiduciary shall take into account only financial factors when discharging its duties with respect to a plan and may not consider environmental, social, and governance (ESG) standards. 
[bookmark: ss_T9C16N110S4_lv2_87b729e17]		(4) All shares held directly or indirectly by or on behalf of a retirement system or the participants and their beneficiaries must be voted solely in the financial interest of plan participants and their beneficiaries.
[bookmark: ss_T9C16N110S5_lv2_bb299c4d5]		(5) Unless no economically practicable alternative is available, the commission may not grant proxy voting authority to any person who is not a part of the commission, unless that person has a practice of, and in writing commits to, follow guidelines that match the commission’s obligation to act solely upon financial factors.
[bookmark: ss_T9C16N110S6_lv2_615907862]		(6) Unless no economically practicable alternative is available, retirement system assets may not be entrusted to a fiduciary, unless that fiduciary has a practice of, and in writing commits to, follow guidelines, when engaging with portfolio companies and voting shares or proxies, that match the commission’s obligation to act solely upon financial factors.
[bookmark: ss_T9C16N110S7_lv2_4d555db9b]		(7) Unless no economically practicable alternative is available, the commission or any of its fiduciaries may not adopt a practice of following the recommendations of a proxy advisor or other service provider, unless such advisor or service provider has a practice of, and in writing commits to, follow proxy voting guidelines that match the commission’s obligation to act solely upon financial factors.
[bookmark: ss_T9C16N110S8_lv2_8fe8d8897]		(8) All proxy votes must be tabulated and reported annually to the board. For each vote, the report must contain a vote caption, the plan’s vote, the recommendation of company management, and, if applicable, the proxy advisor’s recommendation. These reports must be posted on a publicly available webpage on the board’s website.
[bookmark: ss_T9C16N110SC_lv1_8f419a986][bookmark: ss_T9C16N110S1_lv2_4274ac8ed]	(C)(1) This section, or any contract subject to this section, may be enforced by the Attorney General.
[bookmark: ss_T9C16N110S2_lv2_69656fa4a]		(2) If the Attorney General has reasonable cause to believe that a person has engaged in, is engaging in, or is about to engage in, a violation of this section, he may:
[bookmark: ss_T9C16N110Sa_lv3_419300dcf]			(a) require such person to file on such forms as he prescribes a statement or report in writing, under oath, as to all the facts and circumstances concerning the violation and such other data and information as he considers necessary;
[bookmark: ss_T9C16N110Sb_lv3_5a587e58d]			(b) examine under oath any person in connection with the violation;
[bookmark: ss_T9C16N110Sc_lv3_2975b70e2]			(c) examine any record, book, document, account, or paper as he considers necessary; and
[bookmark: ss_T9C16N110Sd_lv3_45a994934]			(d) pursuant to an order of the circuit court, impound any record, book, document, account, paper, sample, or material relating to such practice and retain the same in his possession until the completion of all proceedings undertaken under this section or in the courts.

[bookmark: bs_num_3_lastsection][bookmark: eff_date_section][bookmark: _Hlk77157096]SECTION 3.	This act takes effect upon approval by the Governor.
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